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President’s Report to Stockholders 

W E submit herewith for your consideration the consolidated 
annual Balance Sheet and Statement of Income and Surplus 
for the year 1927, also Income and Surplus statements for the 
years 1924, 1925, and 1926, for comparison. 

The net income for 1927 is $7,870,584.62, which is $270,944.41 less 
than in 1926. There are certain factors which we cannot control that 
affect our earnings from operations favorably or unfavorably. We refer 
in particular to the quality of grain. In September, 1927, we began to 
handle the new crop oats, which from a milling standpoint proved to be 
the poorest quality harvested for many years. Our profit margins have 
been affected accordingly. We are pleased to report that our volume 
of production of advertised products shows an encouraging increase. 

During 1927 we purchased the brand, business, plants, and inventories 
of the Muffets Corporation for $1,690,105.49. The plants are located 
in Depew, New York, and St. Catharines, Ontario. The product is a 
ready-to-eat whole wheat cereal, different in shape and texture from 
anything else now on the market. The process of manufacture is pro¬ 
tected by patents. After careful investigation we decided that another 
attractive ready-to-eat product would be a desirable addition to our line 
of cereals. We believe “Muffets” has merit, and that in time, by proper 
advertising and sales effort, a satisfactory volume can be established. 

During the year we have increased our plant investments by new 
construction at a cost of $2,243,000.00. The major portion of this has 
been spent in Cedar Rapids, Iowa, where we completed during the year 
a new fireproof grain unloading elevator of 2,000,000 bushels storage 
capacity, and a fireproof package building in which will be installed all 
of our package equipment. Some economies will result, but our main 
object has been to protect our operation against fire hazards. Nothing 
could be more serious than interference with our ability to provide a 
constant supply of our products. There will be further construction at 
Cedar Rapids during the years 1928 and 1929, to provide the necessary 
fireproof buildings for additional capacity for the manufacture of rolled 
oats. 

We have reached a point in the development of our general business 
that will require substantial plant investments during the next few years 
to provide necessary capacity and proper operating protection. 

Following our policy of recent years, we are increasing our surplus 
reserves by $1,047,365.12. 

The relations between our customers and the Company continue to 
be cordial and satisfactory. We wish to express at this time our sincere 
appreciation of the good work done by our entire organization. Without 
their help and co-operation, progress would be difficult. 

JOHN STUART, 

President. 


Chicago, February 17, 1928. 





The Quaker Oafs (bmpany 

And Subsidiary Companies 

Consolidated Balance Sheet December 31, 1927 
Compared with 1926 


ASSETS 


CURRENT ASSETS: 


December 31, 1927 December 31, 1926 


inventories of Grain, Materials, Prod¬ 


ucts, and Supplies (less reserves) . $14,526,166.44 

Accounts Receivable (less reserves) .... 4,615,078.77 

^Government Securities . 8,949,13 7.43 

* Joint Stock Land Bank Bonds . 504,366.32 

Cash on hand and in banks . 3,124,383.67 

$31,719,132.63 


$13,532,251.30 

4,368,105.05 

9,139,166.49 

505,036.28 

3,863,617.17 

$31,408,176.29 


OTHER RECEIVABLES AND INVESTMENTS: 


Due from employees on Stock Purchase 


Plan . 150,799.77 

^Company’s Preferred Stock (for employ¬ 
ees) . 160,916.75 

Stocks of partially owned subsidiaries. . 70,520.00 

Miscellaneous Bonds and Stocks. 29,196.55 


$ 411,433.07 


143,218.10 

308,700.00 
67,020.00 
37,905.81 
$ 556,843.91 


DEFERRED CHARGES: 

Insurance and other prepaid expenses. . $ 521,622.65 $ 387,001.13 


CAPITAL ASSETS: 


Land, Buildings, Machinery, and Equip¬ 


ment . 21,245,314.82 

Less Depreciation Reserve. 6,270,016.81 


$14,975,298.01 


18,413,391.96 

5,861,035.09 

$12,552,356.87 


Trade Marks, Trade Rights, Patents, 
and Goodwill . 


10,017,021.81 

$24,992,319.82 

$57,644,508.17 


9,226,413.97 

$21,778,770.84 

$54,130,792T7 


*At cost, or at market if lower. 
































The Quaker Oafs Company 

And Subsidiary Companies 

Consolidated Balance Sheet December 31, 1927 
Compared with 1926 


LIABILITIES 


CURRENT LIABILITIES: 


December 31, 1927 December 31, 1926 


Accounts Payable . $ 3,271,815.86 $ 2,808,859.54 

Federal income taxes and other accrued 

liabilities . 2,075,946.26 2,196,296.72 


Dividends declared, payable after Decem¬ 


ber 31. 720,000.00 720,000.00 



$ 6,067,762.12 

$ 5,725,156.26 

APPROPRIATED SURPLUS—RESERVES: 

For Inventory Shrinkage. 2,250,000.00 

For Advertising. 2,435,386.08 

For Insurance and other Contingencies. . 1,880,333.11 

$ 6,565,719.19 

2,000,000.00 
2,134,601.74 
1,383,752.33 
$ 5,518,354.07 

CAPITAL STOCK: 

Preferred (par value $100.00): 
Authorized 250,000 shares 

Issued 180,000 shares. 

. 18,000,000.00 

18,000,000.00 

Common (no par value): 

Authorized 600,000 shares 

Issued 450,000 shares. 

. 11,250,000.00 
$29,250,000.00 

11,250,000.00 

$29,250,000.00 

SURPLUS: 

Balance, December 31. 

$15,761,026.86 

$13,637,281.84 


$57,644,508.17 

$54,130,792.17 


The Company’s contingent liability at December 31, 1927, 
with respect to foreign drafts discounted, was $394,314.65, 
and at December 31, 1926, was $405,077.94. 

























The Quaker Oats (ompany 

And Subsidiary Companies 

Consolidated Statement of Income and Surplus 

For the Year Ended December 31, 1927 

Year Ended 
December 31, 1927 

INCOME AND SURPLUS OF CURRENT YEAR: 

Consolidated earnings from operations,before depreciation $ 9,162,708.43 
Depreciation 845,9 7 7.03 


Consolidated net earnings from operations 

$ 8,316,731.40 

Interest and dividends received 

Net income, before Federal and foreign income taxes 

735,869.14 
$ 9,052,600.54 

Federal and foreign income taxes 

Net income for the year 

1,182,015.92 
$ 7,870,584.62 

Adjustments of prior years—net 

Gross surplus for the year 

430,525.52 
$ 8,301,110.14 

Surplus reserves—net increase 

Balance of surplus for the year, before dividends 

1,047,365.12 
$ 7,253,745.02 

Ordinary Dividends: Preferred Stock 

Common Stock 

1,080,000.00 

1,800,000.00 
$ 2,880,000.00 

Net surplus for the year 

$ 4,373,745.02 

SUMMARY OF SURPLUS: 


Balance at beginning of the year 

Less special dividend on common stock 

Remainder, undistributed 

Net surplus for the year 

Balance at end of the year 

$13,637,281.84 

2,250,000.00 

$11,387,281.84 

4,373,745.02 

$15,761,026.86 
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Jhe Quaker Oats G>mpany 

And Subsidiary Companies 

Consolidated Statement of Income and Surplus 
For Previous Years 


Year Ended 
December 31, 1926 

$ 9,727,270.37 
757,783.87 
$ 8,969,486.50 

493,950.35 
$ 9,463,436.85 

1,321,907.82 
$ 8,141,529.03 

9,638.21 
$ 8,151,167.24 

1,010,934.83 
$ 7,140,232.41 

1,080,000.00 
1,575,000.00 
$ 2,655,000.00 
$ 4,485,232.41 


$10,277,049.43 
1,125,000.00 
$ 9,152,049.43 
4,485,232.41 
$13,637,281.84 


Year Ended 
December 31,1925 

$ 7,030,828.22 
668,043.94 
$ 6,362,784.28 

357,889.97 
$ 6,720,674.25 

893,625.01 
$ 5,827,049.24 

153,401.13 
$ 5,980,450.37 

367,674.64 
$ 5~,612,775.73 

1,080,000.00 
1,350,000.00 
$ 2,430,000.00 
$ 3,182,775.73 


$ 8,219,273.70 
1,125,000.00 
$ 7,094,273.70 
3,182,775.73 
$10,277,049.43 


Year Ended 
December 31, 1924 

$8,375,589.94 

644,553.45 

$7,731,036.49 

373,051.04 

$8,104,087.53 

914,889.12 

$7,189,198.41 

1,540.13 

$7,190,738.54 

1,888,113.31 

$5,302,625.23 

1,080,000.00 

1,350,000.00 

$2,430,000.00 

$2,872,625.23 


$7,202,898.47 

1,856,250.00 

$5,346,648.47 

2,872,625.23 

$8,219,273.70 












































CERTIFICATE 


We have audited the accounts of The Quaker Oats 
Company, and its fully owned domestic subsidiaries, 
for the year ended December 31, 1927. Except as to 
inventory quantities, which we have not verified, and 
subject to annual audits not yet made of its foreign 
subsidiaries and branches, controlling less than 4 
per cent of the consolidated net assets, 

WE HEREBY CERTIFY that, in our opinion, the 
foregoing consolidated balance sheet, as of December 
31, 1927, and statement of income and surplus for 
the year ended that date, are correct. 

(Signed) HASKINS & SELLS 
Certified Public Accountants 

Chicago, February 10, 1928 
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